Inthisarticle,Idescribeanexcitingnewformofexperiential learning in marketing. This integrative exercise combines new product forecasting, financial markets, and the Internet. Students employ the information resources of the Internet to develop a forecast in the important and difficult area of predicting the success of major feature films. Using their forecasts as a basis for their decisions, students then make financial investments in the IEM Movie Box Office Market, an Internet-based electronic futures market. In this real-money futures market, payoffs are determined by a movie's box office success over a fixed period of time.
Inthisarticle,Idescribeanexcitingnewformofexperiential learning in marketing. This integrative exercise combines new product forecasting, financial markets, and the Internet. Students employ the information resources of the Internet to develop a forecast in the important and difficult area of predicting the success of major feature films. Using their forecasts as a basis for their decisions, students then make financial investments in the IEM Movie Box Office Market, an Internet-based electronic futures market. In this real-money futures market, payoffs are determined by a movie's box office success over a fixed period of time.
In contrast to typical marketing assignments, the IEM Movie Box Office Market allows students to proceed from in-depth analysis to action in which their decisions have realmoney profit/loss payoffs. This exercise allows the individual student to develop important marketing, financial, and technology skills for his or her future business career. For the instructor, this exercise integrates important topics from finance into a marketing course using a technology that is widely available through the Internet. Furthermore, the IEM Movie Box Office Market provides instructors a unifying example to illustrate important marketing topics, including pricing, decision-making biases, and new product diffusion processes.
The overall structure of the exercise is presented in Figure 1 . A number of recent developments have converged to make the IEM Movie Box Office Market forecasting and trading exercise possible. For example, in academic research, there has been a very strong upsurge in interest in predicting the success of movies. Major marketing journals have featured several articles on this topic in the past few years (e.g., Eliashberg and Sawhney 1994; Eliashberg and Shugan 1997; Krider and Weinberg 1998; Sawhney and Eliashberg 1996; Zufryden 1996) . This interest reflects industry concern with the rising costs of movie production and marketing (Eller 1996) .
When postproduction expenses, including marketing costs, are considered, a typical movie has to earn at least twice its production budget to break even ("The Won and Lost Weekend" 1997) . From 1990 to 1996, marketing costs for major motion pictures have risen 92%, while overall domestic box office revenue has risen only 9% over the same period (Klady 1996) . At the same time, the number of widely released movies continues to increase (161 in 1997 vs. 156 in 1996) while their average take decreased, down $7 million to $22 million in 1997 (Klady 1998) . This combination of high risk and high investment makes movie box office forecasting a very challenging and interesting problem.
Recent technological advances make the information necessary to market organizers and participants more readily accessible and affordable. A service called FILMSOURCE from A. C. Neilsen Entertainment Data, Inc. (EDI) of Beverly Hills, California, provides the necessary information to design and run the IEM Movie Box Office Market (" OneStop Filmsource" 1995) . Students can track the box office performance using the same information as will be used to determine payoffs via the Internet (www.entdata.com).
In addition, there is a vast array of movie-related information available on the Internet. Film production companies set up Web sites for potential movie fans-for example, dangerwillrobinson.com, the site for Lost in Space (Graser 1998) . Film enthusiasts and commercial entities have set up databases of past movie box office performance as well as star and director filmographies (e.g., Mr. Showbiz, Movienet, Internet Movie Database). This information provides a basis for students to forecast the success of a given movie and, therefore, to trade more effectively in the IEM Movie Box Office Market. Using the Internet as an information source to develop a forecast of a movie's success provides crucial student involvement and skill integration (Atwong and Hugstad 1997) .
Compared to the subjects of other electronic markets (e.g., common stock returns or political races), movies are a significant part of many students'lives. According to Simmons data, college students are much more likely than the general population to be heavy moviegoers (CACI Marketing Systems 1997) . There is also a great deal of interest in the student population in predicting movie success. In an Internet-based game, "The Hollywood Stock Exchange" (HSX.com), players use fictitious money to "invest" in movies and movie stars.
1 Of the thousands of active traders in this exchange, some 30% are college students (Pedersen-Pietersen 1998).
The IEM Movie Box Office Market forecasting and trading exercise seeks to build on students' natural interests in movies and the movie business. This experience provides students the opportunity to literally profit from their newly acquired business skills. Furthermore, instructors can use this assignment to illustrate issues such as new product success rates, patterns of new product sales, pricing under uncertainty, the effect of information on reservation prices, biases in decision making, and other important marketing topics.
One of the most important lessons from the IEM Movie Box Office Market exercise for students comes from their experience with making decisions as a manager rather than as a consumer. To formulate an accurate forecast, students must put their own tastes aside to understand how a given film will perform at the box office. In addition, effective trading in the movie futures market requires that students act strategically. They will have to resist relying on their own personal opinions of the movie or its stars to guide their decisions. Being a fan can often lead to poor decisions in the IEM Movie Box Office Market. While many experiential learning approaches attempt to take students out of their accustomed roles as consumers and students, the IEM Movie Box Office Market forecasting and trading exercise is a very effective means to motivate students to begin to think and act like managers.
This article is organized in reverse order of the assignment. I begin with a description of electronic markets in general and the IEM Movie Box Office Market in particular. This is followed by a detailed discussion of the forecasting assignment. I then present the classroom experiences with this exercise.
SOME BACKGROUND ON ELECTRONIC MARKETS
Electronic markets have been an important research tool in economics for several years (Smith 1982) . In a typical application, subjects buy and/or sell financial instruments such as stocks, futures contracts, or options under the rules of the market, which are set by the experimenter. At the end of the market, the value of the traded instrument is revealed. In most studies, the subjects earn money, albeit in small amounts, based on what they buy and sell in the market. All interactions are anonymous, and trading is facilitated using a computerized program that links buyers and sellers. The objective of these studies is to test theories about how the design of markets affects trader behavior (Plott 1982) .
Using this same trading technology, some innovative teachers have changed their students'role from that of passive observer to active participant. Through their involvement as traders, students experience firsthand key concepts in accounting, economics, or political science courses (Berg et al. 1995; Forsythe et al. 1992; Williams and Walker 1993) . Surprisingly, electronic markets are rarely used in marketing. One possible explanation lies in the type of items traded in these markets. Most often, these are financial instruments tied to events such as stock returns or the outcome of a political election. While these choices fit well with the goals of their respective courses, they are not particularly relevant to the typical marketing class.
To determine if there would be interest in a movie-based market among potential college-age traders, a pilot market was run during the holiday movie season of 1995-1996 that ran from late November to early January. Futures contracts offered in the market were tied to the performance of two movies: Money Train, starring Wesley Snipes and Woody Harrelson, and Nick of Time, starring Johnny Depp. The market was open to all traders affiliated with an academic institution (students, staff, and faculty). By the time trading closed in early January, more than 2,800 contracts were traded in the market. This level of activity was interpreted as an indication of strong interest in this type of market among potential traders.
However, to use movie-based electronic markets in a marketing classroom, some modifications had to be made to the structure of the markets. The markets must take place during the semester to provide time for class discussion of the ongoing activities as well as a postmarket discussion of the results. Unfortunately, the largest grossing movie seasons are the post-Memorial Day summer season and the postThanksgiving holiday season. However, since three to five major feature films are released every weekend throughout the year, there are sufficient opportunities to identify films being released during the time periods when classes are in session.
In addition, the market has to begin late enough in the term to provide time for the students to complete their forecasting assignments. We decided to shorten the length of the market to a 1-or 2-week preopening period and a 4-week postopening period. During the week prior to a movie's opening date, studios spend 70% to 75% of the available advertising budget ("The Won and Lost Weekend" 1997). We hope that the excitement generated by the studio's advertising push will be translated into enthusiasm among student traders in the IEM Movie Box Office Market.
The 4-week postopening period closely follows the "Hollywood Stock Exchange" (HSX) game on the Internet. This design change increases the realism of the market. Students may use the aggregated information from the separate set of HSX traders to influence their own decision making in the IEM Movie Box Office Market. Such interactions mirror the linkages among global financial markets in the "real world."
IEM MOVIE BOX OFFICE MARKET OPERATION
Since electronic markets are new to marketing, I will discuss how they work before examining how they are integrated into market classes.
For each movie, a set of three to five contracts is offered in the market. Each contract is associated with a mutually exclusive and collectively exhaustive range of box office receipts. The liquidation value of these contracts is based on the movie's box office performance within a particular time frame. If the box office receipts fall within a given contract's range, then that particular contract pays $1; all other contracts pay $0.
For example, in the spring 1998 IEM Movie Box Office Market, there were four contracts for the Mercury Rising market. They were designated as follows with their associated liquidation values: To buy into the market, a trader can either purchase contracts from other traders or purchase a bundle of all the contracts associated with a given movie from the market itself. These unit bundles consist of one of each contract. Each unit bundle has a payoff guaranteed to be $1.00 and can be purchased from or sold to the market at any time for $1. Traders increase their returns by selling those contracts that they expect to pay nothing and hold those that they expect to pay off when the market closes. Traders may further increase their returns by buying additional contracts that they believe will pay off at the end of the market. Traders may post offers to buy (Bids) or offers to sell (Asks) in the market. When accepted, these transactions are executed automatically by the exchange.
Traders interact with the IEM Movie Box Office Market through the Internet. After logging on through a secure Webbased link, 2 traders are presented with a screen that lists the current Bids (offers to buy) and Asks (offers to sell) available in the market as well as the last prices paid for all contracts. Each trader can also review his or her account, including contract holdings and available cash.
The design of the market is based on the same doubleauction mechanism used by the NASDAQ exchange. Trades in the market are executed electronically without transactions costs, and all invested money is returned to the traders after the contracts are paid off. This market is regulated under the auspices of the Commodity Future Trading Commission (CFTC) and is physically located at a major Midwestern university. For marketing students, electronic markets offer a unique opportunity to participate in pricing from the seller's side. While most marketing students study pricing, there is little opportunity to put those lessons into practice since most students' experiences have been as price-taking consumers. In the IEM Movie Box Office Market, students also set prices by posting asking prices in the exchange. Students will see exactly how a price arises from the interaction of buyer (Bid) and seller (Ask) reservation prices. They also experience how information affects these reservation prices over time. Electronic markets are an ideal way for students to understand how the buyer's willingness to pay is a key aspect of any successful pricing strategy.
Electronic markets have a number of important advantages over other types of experiential learning. First, these markets are realistic in their use of the same market mechanisms as the exchanges students will encounter in their careers. Second, like many simulations, there is a competitive aspect to the trading in electronic markets since it is easy to compare gains and losses with peer traders. Third, the use of real-money payoffs is engaging even when the amounts are small. 4 Finally, the results are objective. Students know at the end of trading how well or poorly they have done without the filter of an instructor's opinion.
An electronic market is an exciting forum in which students make decisions and profit from their actions. In the next section, I describe the forecasting assignment that provides students an opportunity to develop important marketing and technology skills that can lead to success in the IEM Movie Box Office Market.
FORECASTING ASSIGNMENT
To integrate electronic markets into marketing courses, we were bound by a number of constraints that limited our choice of subjects for the futures contracts. First, the subject must be interesting to marketing students. The movie industry is of great interest to college students, who are among its largest consumers. Second, the market must have a designated beginning and ending point. Movie release dates can be determined ahead of time, and we can control how long the market will run. Third, there must be an objective and accessible measure to determine payoffs in the market. For the IEM Movie Box Office Market, box office data from A. C. Neilsen EDI are used since they are also the source of information for Variety and myriad other media outlets. Fourth, one prerequisite for trading to occur in a market is that beliefs about outcomes should be heterogeneous. With respect to the expected performance of new movies, one must only recall the predictions of doom and triumph before Titanic opened in the fall of 1997 to see that even industry experts cannot agree on how well a movie will perform at the box office.
Forecasting the future success of a new movie is a very difficult problem since each movie is a unique creation. However, there may be some information about how a given movie will fare based on its star, genre, or time of release. Students are directed to examine these possibilities when formulating their forecasts. The actual forecasting assignment is presented in the appendix.
Depending on the goals of the class, the instructor might take the opportunity to use the movie business to illustrate other important marketing concepts. For example, different types of movies have different performance expectations. With rare exceptions, sequels take in less at the box office than the original films. This is analogous to the sales expectations for line extensions in a product portfolio. In addition, the patterns of box office performance over time for different types of movies, such as slow-starting eventual hits (The Full Monty) and fast-fading flops (too numerous to mention), are excellent motivating examples for discussions of diffusion processes for new products. Similarly, examination of how well different types of movies fare at the box office over the course of a year is a great illustration of seasonality in demand. Movies are launched into a competitive environment, given a fixed number of screens and patrons. The issue of when an individual movie is released (e.g., Antz vs. A Bug's Life) provides a springboard into a discussion of launch timing given competitive pressures.
The core of the forecasting assignment is the widely varied types and sources of information about movies available on the Internet. While some authors have discussed Internetbased projects for marketing classes, most of these fall into one of three types. The first is the simple information retrieval exercise. The second focuses on the Internet itself as a topic of study. The third option is to develop Web pages for outside entities as a class project (Siegel 1996) . While all of these exercises develop Internet skills, their focus can be too narrowly technical (i.e., html programming) or too simplistic for experienced users (Siegel 1996, p. 23) .
In comparison, by using the Internet as a dynamic source of relevant information, students developing a movie box office forecast improve their Internet search-and-retrieval skills. However, they also must use advanced skills in evaluat-ing, synthesizing, and applying this information to an important business problem (Atwong and Hugstad 1997) . For example, students using input from the Hollywood Stock Exchange should consider differences in the postopening time period as well as trader incentives to use this information effectively.
The accuracy of a student's forecasts is unknown until 4 weeks after the assignments are turned in. For instructors wishing to provide more timely feedback, there are several alternatives. The most basic option is to concentrate mainly on the mechanics of the writing assignment (e.g., audience, format, clarity, etc.). An instructor might want to focus on how well a student used the information from the Internet. Was there any analysis using statistics or other methods presented in this or prerequisite/co-requisite classes? Did the student use sources other than the performance of similar movies in the past? This assignment is a good test of a student's ability to bring a range of perspectives and analytical tools to a new and unfamiliar problem. Finally, the instructor can evaluate the critical thinking of the student. Did the student discuss or evaluate the quality of the information from the Internet, or was it merely accepted as correct and applicable to this problem? Depending on the instructor's goals, different types of grading criteria can be applied to the forecasting assignment.
A further advantage of this exercise is that relevant movie-related information changes for each different IEM Movie Box Office Market. Therefore, there is little opportunity for students to reuse information for already completed projects from past classes, a potential problem faced by many instructors who use cases as a basis for experiential learning. Furthermore, the market mechanism eliminates collusion that is possible in some team-based simulations.
USING ELECTRONIC MARKETS IN THE CLASSROOM
Instructors using this exercise in their marketing classes will have to introduce electronic markets early in the term to allow enough time for students to understand the operations of the market itself. In addition, students must have enough time between the introduction of the topic and the opening of the IEM Movie Box Office Market to develop a good forecast. A period of 2 to 3 weeks should be sufficient. As with any simulation or other experiential exercise, it is important to allow class time later in the term to discuss and evaluate the exercise.
One benefit to operating the IEM Movie Box Office Market for 4 weeks after the movie opens is that students do not have to rely solely on their forecasts for their investment decisions. After the first weekend (and every subsequent weekend), box office results are available to students via the Internet. Therefore, students can use these intermediate results to alter their forecasts and, if necessary, change their holdings in the market. This aspect of the market illustrates how information affects prices in financial markets, a major topic in many finance courses.
One assignment option for instructors is to have students keep a trading journal in which they record why they make their trades in the IEM Movie Box Office Market. Along with the forecasting assignments, these journals can be used to illustrate the common decision-making biases taught in most consumer behavior classes. For example, in the spring 1998 IEM Movie Box Office Market, many students based their forecasts for Lost in Space on the previous year's success of the rerelease of Star Wars. This might have been expected since both are science fiction movies. However, as pointed out in a similar context by Camerer (1992) , this is a clear example of representativeness bias. In this instance, traders who overestimated the box office potential for Lost in Space may have paid dearly for a personal lesson on the impact of decision-making biases.
Students can also discuss how outside information affected their trading strategies. Seeing media advertising, reading published reviews, or actually viewing the movie in person all might affect how a student evaluates the prospects for a given movie's success. It is always interesting to discuss how easily we can slip out of our roles as marketers and resume our accustomed and often biased role as consumers. For many students, this important lesson will be learned at a much lower, albeit real, cost in the IEM Movie Box Office Market.
Given the trend toward the integration of business subjects across the curriculum, a number of alternative methods have been proposed, including shared cases, multiple-instructor courses, or cooperative projects (Alden et al. 1991) . However, using the IEM Movie Box Office Market to integrate topics in marketing (new product forecasting, pricing, decision making) and finance (information effects on prices and the operation of futures markets) has a distinct advantage since it is less intrusive and less faculty resource intensive.
Note, however, that familiarity with financial futures markets is not a prerequisite for success with this exercise. The main concepts that students need to understand are mechanical (i.e., how contracts are traded in the market and how to actually execute trades). Both of these tasks can be accomplished within a 1-hour hands-on training session. In fact, the electronic market used for the IEM Movie Box Office Market includes a practice market in which students can gain experience with practice trades without any prior knowledge of futures markets.
CLASSROOM EXPERIENCE WITH THE IEM MOVIE BOX OFFICE MARKET
The IEM Movie Box Office Market has been used in three sections of the MBA-core marketing management course at a major Midwestern university. One section of 46 students par-ticipated in the spring 1998 IEM Movie Box Office Market, and two sections totaling 91 students participated in the fall 1998 IEM Movie Box Office Market. More than half of the students had 2 or more years of working experience before returning to school. The vast majority of students had completed or was enrolled in a course in managerial finance. For this assignment, the graduate programs office paid for a $10 trading account for each student.
5 After all of the trading was completed and contracts were paid off, the students were free to withdraw their remaining balance from the market if they wished. To conserve space, I will describe the spring 1998 IEM Movie Box Office Market in detail since the operation of the fall 1998 IEM Movie Box Office Market was identical.
Early in the semester, 1 hour of class time was devoted to a discussion of the use and operation of electronic markets. Three weeks before the opening of the market, students in the spring 1998 IEM Movie Box Office Market were asked to complete the forecasting assignment (see the appendix). The assignments were due 1 day before the IEM Movie Box Office Market opened. One week before the markets opened, another 1-hour class session was devoted to how to trade in the IEM Movie Box Office Market.
As in the 1995 pilot market, the movies were chosen from the action/adventure genre. For the spring 1998 market, two movies that met the timing criteria and had sufficiently popular stars were Lost in Space, a remake of the 1960s science fiction television show starring William Hurt and Gary Oldman, and Mercury Rising, starring Bruce Willis and Alec Baldwin. We expected that these movies would be attractive to college-age traders.
6
To determine the box office performance levels for the contracts, the 4-week performance of all movies released during the same period in 1997 was examined using data from FILMSOURCE. The majority of 4-week box office totals fell in a range from $10 to $40 million. To stimulate trading, it was decided to have four contracts for each movie. Since Lost in Space was expected to be a more successful film, its contracts were delimited at $20 million, $30 million, and $40 million while Mercury Rising's contracts were split at $10 million, $20 million, and $30 million. The contracts were labeled as LOS and MR, respectively. (Note: these ranges should be revealed to students only after their forecasts are turned in to the instructor.)
Trading opened on March 27, 1998-1 day after the students' forecasting assignments were turned in. For Lost in Space, the forecasts ranged from $4.3 million to $115.5 million, with a mean of $45.7 million (SD = $22.9). The median forecast was $44 million. The forecasts for Mercury Rising ranged from $13 million to $78 million, with a mean of $33.24 million (SD = $11.5). The median forecast for this movie was $32 million. Therefore, the variance in outcome expectations necessary for trading to be likely was present among these students.
Each of the students was required to make at least one trade before the opening of the movies on April 3 and at least one trade after the movies' opening day. Next, I will discuss the market results from the Mercury Rising market. Complete details from the Lost in Space market are available to interested readers.
Market Results
The opening weekend's box office returns for Mercury Rising were not impressive, coming in at $10.1 million (see Figure 2 for contract prices and Figure 3 for trading volume) . There seemed to be some uncertainty among the traders whether the movie would reach the $30 million level within the allotted time. Note that the trading price in the market of MR30L was around 0.30, while the MR30H was near 0.70 when the first weekend of performance data became available.
However, during that week, traders changed their minds about the prospects for Mercury Rising. The prices for the two $30 million contracts crossed and diverged. The price for MR30L went from about 0.30 to more than 0.70 by the release of the second week's returns, while the price of a MR30H contract fell from 0.70 to about 0.10.
There was a frenzy of buying in the closing days of the market as total box office receipts neared the crossover point of $30 million. On April 27, nearly 300 MR30H contracts were purchased, driving up the price from 0.01 to 0.18. Unfortunately for those buyers, there was no final push for Mercury Rising during the last weekend. The final total for Mercury Rising was $28,538,230 for the 4/3 to 4/30 period.
Student Reaction to the IEM Movie Box Office Market Experience
To gauge the students' reactions to the forecasting assignment and trading, a postmarket survey was distributed to the students. Of the 147 students in the three sections, 128 completed the survey. The survey consisted of 12 questions covering six areas: financial markets, trading using the electronic market, the Internet, the movie industry, the forecasting assignment, and overall satisfaction with the assignment. The results of the survey are presented in Table 1 . The order of statements was randomized except for the overall recommendation statement. The responses were on a 5-point Likert scale, with higher numbers indicating stronger agreement with the statement. Three statements were phrased negatively.
Students indicated that they learned a great deal about how futures markets worked (mean = 3.85, SD = .50) and how information affects prices in financial markets (mean = 3.81, SD = .51). The mechanics of trading also did not seem to be a problem. Students enjoyed trading in the IEM Movie Box Office Market (mean = 4.05, SD = 0.55) and did not find that trading was difficult (mean = 2.25, SD = 0.51).
Most students indicated that they learned more about using the Internet for research (mean = 3.58, SD = 0.56). Students also indicated increased comfort with using the Internet for information searching (mean = 3.55, SD = 0.53). In reviewing the forecasting assignments, there was quite a distribution of Internet usage. Some students used the resources from many sites while others only visited the sites sponsored by the film production companies. Unfortunately, without some type of pretest, we cannot tell if the students were already very familiar with the Internet or if the distribution reflects the degree of effort students put into the assignment.
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The students indicated that they learned a great deal about the movie industry (mean = 3.97, SD = 0.52). The students also report increased interest in the movie industry as a result of this assignment (mean = 3.58, SD = 0.60).
The forecasting assignment was viewed favorably by most students. While the forecasting assignment was considered to be interesting (mean = 4.13, SD = 0.51), it was also seen as being difficult by some students (mean = 2.87, SD = 0.58).
Overall, the students liked the assignment (negatively worded, mean = 2.0, SD = 0.39), and they recommended that this assignment be used in future marketing management classes (mean = 4.18, SD = 0.50).
CONCLUDING COMMENTS
Electronic markets should have a bright future in marketing. Since these markets use the Internet for gaining access to information as well as trading operations, they fit well with trends in distance learning and virtual campuses. Unlike simulations, the IEM Movie Box Office Market has no appreciable limits on the number of participants. In fact, the more traders there are, the more exciting the market becomes for traders. Furthermore, since this is an individual-level assignment, each student has the opportunity to develop important business skills. Previous researchers have suggested that "free riders" can be a significant problem in some group projects (Williams, Beard, and Rymer 1991) . However, since the IEM Movie Box Office Market forecasting and trading assignment is an individual-level assignment, these potential problems can be reduced.
By integrating a prerelease forecast into a marketing management or marketing research course, students are required to sharpen their skills in information acquisition, analysis, and integration. The information acquisition skills necessary to develop a forecast using Internet resources are readily transferable to other courses and the student's future career. The analytical and integrative skills required to translate the raw data into an actionable forecast are important business skills. The written assignment is also an opportunity for students to develop their communication skills (Cunningham 1995) .
It may seem that the IEM Movie Box Office Market is ancillary to much of the learning. However, the market is more than a sophisticated involvement device. The key value of these markets for marketing instructors is that students gain experience with setting prices in a complex market. Furthermore, electronic markets are an ideal way to illustrate a range of marketing concepts from reservation prices to decision-making biases.
Finally, since the information that moves prices in the market is released over time as the movies have their receipts reported in the media, students can update their prior expectations and trade accordingly. Thus, students experience real-time decision making using incomplete information in a market where others are also using more or less the same information. This is excellent training for the hypercompetitive markets (financial or otherwise) that students will experience in their business careers.
APPENDIX IEM Movie Box Office Market Forecasting Assignment
In late March (the 27th to be exact), we will open trading in two movie box office markets. The value of the futures contracts in these markets will be determined by the 4-week (through April 30) total domestic box office sales for two movies scheduled to open on April 3. These movies are Lost in Space (dangerwillrobinson.com) and Mercury Rising (mercury-rising.com). You can check out how the top movies in America are faring at the A. C. Neilsen Entertainment Data, Inc. site (entdata.com).
You will have two tasks related to these markets. First, each student will individually develop a forecast for the box office returns for these two movies based on sources available on the Internet. Second, you will have to make trades in the markets based on your forecasts. You are required to make at least one trade in each market before the movies open and at least one trade in each market after the movies open. Failure to make these trades will result in a grade of Fail for the entire assignment. There is no makeup for the trade portion of this assignment.
On the Tuesday, March 24, each student will turn in a two-or threepage memo that contains your forecasts for the two movies. You should discuss what information sources you used to develop the forecasts and how these sources were integrated to yield the final forecasts.
One question you might have is, How do I forecast the results for a movie that is not yet in theaters? This is a key question faced by executives in the movie industry, from production companies all the way down to the owners of a neighborhood cinema. You should start by visiting the movies' Web pages. Then, using box office data from the past available on the Web, look at the success of similar movies. These could be movies with the same stars, directors, and type of plot or even same time of release in the year. In addition to the Internet resources, back issues of Variety (Main Library) contain weekly results for the top 50 movies in the country.
In most forecasting assignments, your hard work results in either a good grade or bad grade depending on how the actual event turns out. This assignment is very different because your hard work can pay off in real money through the IEM Movie Box Office Market futures contracts. In addition, since there is trading-over time and information revealed about the movies' performance at the box office every weekend, there are opportunities to profit even if your original forecast is incorrect.
I would encourage you to try out the simulated trading via the Web site before you have to make your required trades. Unlike the simulation or practice trades, the actual trades on your account cannot be reversed.
NOTES
1. Note that the creation of the IEM Movie Box Office Market preceded the development of the Hollywood Stock Exchange by more than a year.
2. A Web-based trading system replaced the telnet interface in fall 1998. 3. Marketing professors interested in using the IEM Movie Box Office Market in their classes should contact the author or www.biz.uiowa.edu/iem.
4. The importance of providing real-money incentives has been well known since Siegel (1961) . Furthermore, some recent research on markets with tournament payoffs (e.g., HSX) shows that such designs may negatively affect trader behavior.
5. Usually, student traders sign up directly through the Iowa Electronic Market that hosts the IEM Movie Box Office Market. Students send in checks, usually for $5 to $10, and the entire amount is deposited in a trading account.
6. The movies in the fall 1998 IEM Movie Box Office Market were I Still Know What You Did Last Summer, a sequel to a successful horror movie, and Enemy of the State, starring Will Smith and Gene Hackman.
7. Due to confidentiality requirements for our postmarket survey, I am unable to compare students' answers with their prelaunch forecasts and the information they used.
